-1 -
-2 -Due to their political relevance, the new forms of globalization have also entered scientific discussion, where the analysis of factor mobility (within and across borders) is already well established. In contrast, the theoretical analysis and empirical assessment of the factor price implications of international outsourcing is rather new and at least concerning its implications for developing countries it seems to be still in its infancy.
The aim of this paper is to set-up an empirical study to investigate the impact of international outsourcing (measured as intermediate goods trade 1 ) on real wages in Central and Eastern European Countries (CEEC). This focus is motivated by the discussion on the costs and benefits of international outsourcing for the labor rich target economies uttered by opponents and proponents, respectively. Thereby, we point out that the CEEC are not only target but also source of international
outsourcing. Accounting for intermediate goods world trade (exports and imports)
of the CEEC, we find a positive impact of an increase in imports on gross wages and a negative one of an increase in exports. In a simulation analysis, we can isolate the impact of intermediate goods trade with the EU in terms of real wages in the CEEC. We find a clear positive effect on gross wages of all countries in throughout (almost) the whole period, which is most pronounced in manufacturing of Poland and Slovakia.
II. Theoretical Background
So far, most of the theoretical insights are derived within the Heckscher-Ohlin framework. Regarding the number of involved sectors, two approaches may be distinguished. Feenstra and Hanson (1996b, 1997) and Egger and Egger (2000) consider only one final good. In this case, international outsourcing is factor biased and the factor market implications are comparable with those predicted by factor biased technological change. In contrast, if a traditional 2x2 production framework is considered (compare Arndt, 1997a Arndt, , 1997b Arndt, , 1999 etc.) international outsourcing is sector biased. Egger and Falkinger (2001) show that the sector bias and factor bias of international outsourcing may be seen 1 Using intermediate goods trade as measure of international outsourcing is similar to Feenstra and Hanson (1996a and 1996b) and may be seen as a broad measure of outsourcing.
-3 -as special cases of the 2x2 Heckscher-Ohlin type production model, depending on the number of active sectors in the pre-and post-outsourcing equilibrium.
In addition, international outsourcing has also been discussed within the Ricardo (Deardorff, 1998) and the Ricardo-Viner framework (Kohler, 2001 The discussion of factor price implications for developing economies is rather scarce compared with the literature on factor returns in industrialized economies. Feenstra and Hanson (1996b) investigate the impact of US outsourcing to Mexico driven by capital migration. They come up with the result that wages of highskilled labor relative to low-skilled labor increase with international outsourcing not only in the USA but also in Mexico according to the empirical findings for the two economies. Arndt (1997) investigates the factor price implications for both the industrialized and the developing country within the Heckscher-Ohlin model.
Noteworthy, both approaches are not comprehensive, since the former allows only for international outsourcing of the industrialized economy (into the developing one) and the latter assumes international outsourcing to be a phenomenon relevant only for one sector. 2 Thus, the conclusion that relative factor prices in both economies are moving in the same direction may depend critically on the restrictive model specifications. As Deardorff (1998 and 2000) and Kohler (2001) demonstrate from a theoretical point of view, it is also possible that factor prices -4 -of an industrialized and a developing country move in opposite directions in response to North-South outsourcing.
III. Data and Estimation Results
Due to data availability we focus on the 3 The original table of EUROSTAT provides information on the correspondence between trade statistics at (8-digit combined nomenclatura) and industry statistics (NACE). This can be used in order to maintain the correspondence between the SITC classification at 5-digit levels and the industry classification at not too disaggregated levels (e.g. NACE 3-digit or NACE 2-digit). 4 Due to the lack of reliable Input-Output Tables we are not able to construct a more narrow measure of outsourcing in the CEEC.
-5 - Tables 1 and 2 In our empirical analysis we concentrate on the effects of intermediate goods trade
in CEEC manufacturing on real wages. The estimated specifications are of the following type:
where ''W'' are real wages, ''I'' refers to intermediate goods trade, ''F'' denotes final goods trade, ''M'' (''X'') are imports (exports), ''L'' is employment, ''P'' is industry production, t λ is a matrix of time-specific dummy variables, and ij μ is a matrix of country-industry specific dummy variables (fixed effects). Subscript ij denotes the country-industry, cross-sectional dimension, and t is the time index running over years. The inclusion of country-industry specific effects rather than country and industry effects separately enables a more rigorous interpretation of the parameters as Within estimates.
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In equation (1) Pollert (1999) . Myant and Smith (1999) provide a more optimistic view on the influence of Czech trade unions in the wage-setting process. However, they also admit that these unions "(...) have not converged towards the most successful western European model (...)" (Myant and Smith, 1999: 282 
IV. Simulation Analysis: Assessing the Impact of EU-CEEC Intermediate Goods Trade on Wages in CEEC Manufacturing
Given the regression results from Model (3) Bowden and Turkington (1986) suggest to use canonical correlations for testing the appropriateness of instruments. Asymptotic efficiency is increased, if canonical correlations are maximized. As a measure of the squared correlations between the endogeneous variables and the set of instruments, we calculate geometric means of the canonical correlations following Balatgi and Khanti-Akom (1990). 14 Due to much shorter time series, we exclude Bulgaria from the simulation analysis. 
V Conclusions
Within the last few years, the literature on the effects of international outsourcing has significantly proliferated. However, both the theoretical and the empirical contributions are mostly concerned with the analysis of the impact of outsourcing from the developed countries to low-wage economies on wages and employment at home. In contrast, the empirical evidence of this impact on the involved lowwage countries themselves is scarce.
We run wage regressions for a panel of NACE two-digit industries in seven Central and Eastern European economies. We distinguish between final goods trade and intermediate goods trade at the industry level and find a significantly negative impact of intermediate goods exports on wages in CEEC manufacturing. 15 The tremendous reduction of simulated gross wages in Poland in 1995 should be interpreted with care since it might be due to measurement errors in the available data.
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